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M 1ESSLCO

it Everything For Wireless

¢ Cellular & PCS Carriers %

* Broadband Carriers & Internet
Service Providers

e |nfrastructure Site Owners
* Program Managers
¢ Contractors & Integrators

e

Serving a broad and diverse base of customers...

Commercial & Government

« Utilities / Transportation /
Construction / Mining / Energy

 Enterprise

« Federal, State & Local Government
Agencies & Integrators

* Manufacturers
 Repair Centers & Technicians

Resellers

« 2-Way Radio Dealers
* Network Value-Added Resellers

 Government Value-Added Resellers
» Security & Home Electronic Dealers

» Retailers: Walk-In Stores
& E-Commerce

e Carrier Affinity Pariners

* Manufacturer Affinity Partners
* Reseller Affinity Pariners

» Mobile Wireless Users

© Small & Home Offices

Through an integrated system to deliver the lowest cost solution to assure complete availability...

Knowledge

Providing the
knowledge for
optimum and
faster decisions.

Configuring and

for immediate use.

Network Infrastructure Equipment

* Antennas & Base Station Systems
* Transmission Line & Cable Products

* Broadband Radio Equipment

» Network Equipment & Hardware
* Tower & Site Hardware

* Power Systems

Configuration

kitting the products

® Devices

* Device Accessories

¢ 2 Way Radios & Accessories

¢ Antennas, Mounts & Amplifiers

* Asset Tracking & Location Systems

Your

Total

Source
TESSCO

Mobiie Devices & Accessories

Delivery

Complete and
on-time to the
point of use.

Providing integrated product plus supply chain solutions to professionals who design, build, operate, maintain and use wireless technologies

Control

Providing the

system to control
the procurement
process.

Instaitation, Test & Maintenance Equipment & Supplies ,

s Test Equipment & Calibration
¢ Bench Equipment

* Tools

* Shop Supplies
» Safety & Apparel
 Repair Components
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Letter to Shareowners

Dear Fellow Shareowner,

This year we celebrate TESSCO’s 25th anniversary
as Your Total Source of the integrated product plus
supply chain solutions, for professionals who design,
build, operate, maintain and use wireless technologies. |
am gratified and proud of our accomplishments over
these 25 years, and recognize the immense opportuni-
ties we have for delivering reliable revenue and profit
growth in the future. We are positioned in the exploding
world of wireless, with an on-point and strong value
proposition, a productive operating platform, outstand-
ing leadership and team member talent, and financial strength. As we continue
our journey, we are well positioned and committed to achieving thriving, enduring
success, by growing the value we deliver to our customers, suppliers, team
members and shareowners.

Progress Toward our Imperatives in Fiscal Year 2006

TESSCO made great progress on the execution of our initiatives toward the
imperatives | outlined in last year's Letter to Shareowners. | believe that our
achievements served us well, and have positioned us for accelerated success in
the coming fiscal year.

Imperative # 1:_Increase our base of customer relationships

Monthly commercial and government buyers, our fundamental revenue
drivers, continued to grow as we increased our base of opportunities and encour-
aged new customers to “put TESSCO to the test.” In addition to our “organic”
development of new customers, the acquisition in April 2006 of TerraWave and
GigaWave, suppliers of WLAN proprietary products and training programs, has
introduced us to a large set of wireless users and resellers.

We are achieving the expansion of customer relationships by delivering strate-
gic and compelling pricing and terms, a superior service experience, expanded
“Knowledge Tools,” and aggressive market-specific communications. These
programs, combined with TESSCO.com® and our other supply chain and sales

programs, provide our customers with an easy and productive way of doing busi-
ness. All of this reinforces the TESSCO value proposition and brand in the wire-
less industry, which when combined with our ability to assure product availability
and complete on-time delivery, is creating exciting new customer opportunities.

imperative # 2: Expand and enhance our product, service and solutions offering

The breadth, depth and quality of our product offering continued to signifi-
cantly expand as we responded to our customers’ new requirements, and build
closer and more productive supplier relationships. New products are being devel-
oped within each of our lines of business. In addition, the TerraWave and
GigaWave acquisition provides us not only new WLAN product and service offer-
ings, but also exciting capabilities in this growing product line. We also continue
to enhance the future profitability opportunities of our offering by using our channel
strength to purchase at lower costs and directly source a significant portion of our
growing offering of proprietary brands from China.

Imperative # 3: Improve margins and returns

Margins in fiscal 2006 continued to be affected by the low gross margins of
the large affinity-consumer business we lost in September. Compared to fiscal
2006, gross profit margins should improve as our product mix changes and we
lower our cost of goods and improve pricing. Our operating margins should also
increase as we seek to improve our processes and achieve higher productivity in
our marketing and sales, product management, technology, as well as in our
configuration, fulfilment and delivery operations. Return on assets should also
improve as we attempt to lower our inventories by rigorously rationalizing our
product offering and by expanding our “build to order” rather than “build to stock”
processes. Initiatives will also focus on achieving higher asset turns and better
utilizing our technology platform and facilities.

Looking Forward to Fiscal Year 2007 and Beyond

New wireless applications in voice, messaging, data, video, imaging, tracking,
security and location systems are rapidly emerging and creating new markets. At
the same time, customers are constantly seeking ways to improve the way they
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Corporate Performance

Corporate PerformancCe rica e ended varch 26, 2006

Total Revenue by Market Total Revenue by Line of Business Average Nonthly Buyers Excluding
Dotlars in millions Dollars in millions Consumers®*
{3 Consumer LI Mobile Devices & Accessories—Consumer Buyers in thousands
Self-Maintained Users, Governments & Resellers £1 Mobite Devices & Accessories—Commercial TOTAL
M Public Carriers & Network Operators TOTAL ._; installation, Test & Maintenance 513.0
513.0 TOTAL B Network Infrastructure " TOTAL
477.3 477.3
TOTAL 2435 137.3 ToTAL WG 1878
3527 3527
2739 2738
TOTAL A R TOTAL 73.9
2489 127.6 : 2488 278 116.5
8T 61.1 ,,, : O 754
" 1899 | 2671 60.7 533 58.8 246

1344
: 5

g4 1543 ! _

05 06 Qm 1 2 3 4 1

Rw
-

02 (1] 04 05 06 02 03 04 2
FISCAL YEAR FISCAL YEAR Y 05 05 05 05 06 06
* Customers purchasing greater than $250 per month
Total Gross Profit by Market Total Gross Profit by Line of Business Gross Profit by Market
Dollars in millions Dollars in millions s Commercial*
01 Consumer {J Mobile Devices & Accessories—Consumer ‘ Consumer
. Self-Maintained Users, Govemments & Resellers o [ Mobile Devices & Accessories—Commerciat o e Tola!
B Public Carriers & Network Operators TOTAL Mub - Instaliation, Test & Maintenance TOTAL g 0
948 B Network Infrastructure 94.8
169 B
76 270 76 20 °
[ ; . 76
TOTAL ﬁ;wr ‘ . TOTAL ﬁ;w
68.5 . 68.5 - 28.6 %
203 3

; ' 1) 186

z »
(%)
o
L
Q.

2

10

L]

02 03 L] 1] 06
04 o FISCAL YEAR
FISCAL YEAR FISCAL YEAR * Commercial includes Public Carriers & Network Operators and
Setf-M Users, G & Resellers
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Financial Summary

Fnancial Summary

FISCAL YEARS ENDED MARCH 26, 2006 MARCH 27, 2005 MARCH 28, 2004 MARCH 30, 2003 MARCH 31, 2002

Statement of Income Data

Commerciat reventes' $ 340,034,600 $ 269,497,300 $ 225,101,300 $ 212,773,400 $ 230,184,100
Consumer revenues 137,294,700 243,530,000 127,573,000 61,140,000 18,731,000
Total revenues 477,329,300 513,027,300 352,674,300 273,913,400 248,915,100
Commercial gross profit! 86,136,300 67,819,000 57,257,100 55,668,700 59,037,500
Consumer gross profit 16,876,700 27,027,800 20,389,000 15,646,000 9,445,000
Total gross profit 103,013,000 94,846,800 77,646,100 71,314,700 68,482,500
Selling, general and administrative expenses 94,268,800 84,747,400 73,444,300 67,462,900 61,608,600
Benefit from insurance proceeds — — (3,054,000) (1,212,500) —
Restructuring charges — — 2,285,700 — —
Income from operations 8,744,200 10,099,400 4,970,100 5,064,300 6,873,900
Interest, net 358,500 166,200 167,700 105,500 484,000
income before provision for income taxes 8,385,700 9,933,200 4,802,400 4,958,800 6,389,900
Provision for income taxes 3,270,500 3,866,000 1,910,600 1,910,200 2,484,000
Net income $ 5,115,200 $ 6,067,200 $ 2,891,800 $ 3,048,600 $ 3,905,900
Diluted earnings per share $ 1.20 $ 1.39 $ 0.65 $ 0.67 $ 0.85
Percent of Revenue
Gross profit 21.6% 18.5% 22.0% 26.0% 27.5%
Selling, general and administrative expense 19.7% 16.5% 20.8% 24.6% 24.7%
Income from operations 1.8% 2.0% 1.4% 1.8% 2.8%
Net income 1.1% 1.2% 0.8% 1.1% 1.6%
Growth Rates
Revenues (7.0%) 45.5% 28.8% 10.0% (3.8%)
Income from operations (13.4%) 103.2% (1.9%) (26.3%) (28.2%)
Diluted earnings per share (13.7%) 113.8% (3.0%) (21.2%) (24.8%)
Ratios
Return on assets? 3.6% 4.2% 2.1% 2.3% 4.2%
Return on equity? 8.1% 10.4% 4.4% 4.4% 8.0%
Selected Operating Data
Average commercial buyers per month — total’ 10,900 9,900 9,400 9,200 8,900
Average commercial buyers per month —

purchasing greater than $250" 7,500 6,700 6,100 n/a nfa
Average consumer buyers per month 20,600 36,100 34,500 22,700 13,600
Total orders shipped 1,385,000 1,665,000 1,228,000 1,034,000 772,000
Number of team members 638 592 549 556 528
Revenues per team member $ 748,200 $ 866,600 $ 642,400 $ 492,700 $ 471,400
Balance Sheet Data
Working capital $ 45,704,400 $ 41,000,200 $ 37,330,100 $ 35,543,900 $ 31,156,600
Total assets 126,800,400 160,557,200 129,128,700 100,238,000 100,229,300
Short-term debt 442,500 362,600 282,000 372,800 5,785,800
Long-term debt 4,559,400 5,000,700 5,354,700 5,660,800 6,063,400
Shareholders' equity 65,106,800 60,822,100 56,333,500 53,985,800 50,807,400

TCommercial includes Public Carrier & Network Operators and Self-Maintained Users, Govemments & Resellers.

2Excludes the gain on insurance proceeds and business interuption insurance received as a result of the October 12, 2002 disaster at our Global Logistics Center and the termination costs and facility consolidation costs associated with
our profitability improvement program (see Notes 10 and 11 to our Consolidated Financial Statements included in tem 8 of this Annual Report on Form 10-K).
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As part of our commitment to customer service, we typically allow customers to return most
products for any reason, for credit, within 30 days of the date of purchase. Total returns and credits
have been less than 5% of revenues in each of the past three fiscal years.

As of March 26, 2006, we offered products purchased from approximately 350 manufactur-
ers. A substantial portion of our inventory purchases are concentrated with a small number of
vendors. In fiscal year 20086, products, primarily comprised of handsets, purchased directly from
T-Mobile USA (T-Mobile), previously our largest vendor, and sold only to customers reached through
our affinity relationship with T-Mobile, generated approximately 24% of our revenue and 5% of our
gross profit. Our next nine top vendors accounted for approximately 31% of our fiscal year 2006
revenues and 38% of our gross profits, thus resutting in revenue and gross profit from sales of
products purchased from our top ten vendors of approximately 55% and 44% of our total revenues
and gross profits, respectively. Although we do not maintain long-term supply contracts with our
vendors, we believe that, for other than those products purchased by us as part of our affinity rela-
tionships as described below, alternative sources of supply are available for many of the product
types we carry. The agreements and arrangements on which most of our affinity relationships are
based, are of limited duration and terminable by either party upon several months or otherwise
short notice.

In mid-September 2005, T-Mobile, previously our largest affinity and overall customer rela-
tionship, completed the transition of the TESSCO provided e-commerce marketing and sales system
to an in-house Web solution and alternative third-party logistics provider, and thus revenues then
ceased from this relationship.

We supply repair and replacement materials to authorized service centers for Nokia Inc.
{Nokia) in the United States, Canada and Latin America. Sales of the Nokia repair and replacement
materials, that we purchase from Nokia and sell to approximately 800 separate and distinct service
centers each month, accounted for approximately 6% of our total revenues in fiscal year 2006. This
relationship is a complete supply chain refationship and, therefore, we have no alternative sources
of supply, and our purchases, and ultimately our resale of these products, is dependent upon the
continuation of the Nokia relationship. We also sell products other than Nokia repair and replace-
ment materials to many of these customers. Absent this arrangement with Nokia, we would main-
tain the ability to sell these other products to these customers.

We are dedicated to superior performance and quality and consistency of service in an effort
to maintain and expand these types of relationships, but there can be no assurance that we wi
continue to be successful in this regard in the future, or that competitive pressures or other events
beyond our control will not have a negative impact on our ability to maintain these relationships or
to continue to derive revenue from these relationships.

Customers

Our customer base consists of commercial customers and consumers, which accounted for
approximately 71% and 29%, respectively, of fiscal year 2006 revenues. Commercial customers
share the characteristic that they are organizations that design, install, operate, repair or sell some
type of wireless communications system. Our commercial customers are categorized into two
different markets: 1) public carriers and network operators and 2) self-maintained users (SMUs),

governments and resellers, which accounted for approximately 21% and 79%, respectively, of fiscal
year 2006 commercial revenues. Public carriers and network operators are system operators that
are generally responsible for building and maintaining the infrastructure system and providing
airtime service to individual subscribers. SMUs, government and reseller customers include:

a SMUs and government customers include commercial entities such as major utilities and
transportation companies, federal agencies and state and local governments, including
public safety organizations.

@ Resellers include dealers and resellers that sefl, install and service cellular telephone,
paging and two-way radio communications equipment primarily for the consumer and
small business markets. These resellers include local and national proprietorships and
retailers, as well as sales and installation centers operated by cellular and paging carriers.

Consumers place orders for wireless phones, data devices, and related accessories via tele-
phone and the Internet primarily through our affinity-marketing programs. Under these programs,
we collaborate with our affinity-marketing clients to market to their customers under their brands.
In most cases, we act as the merchant on behalf of the affinity-marketing client, interfacing with
the customer, accepting the order, shipping from our inventory and collecting payment. Our affin-
ity-marketing programs create a high level of customer service and supplementary income for the
client through revenue share payments. In addition to our affinity programs, we maintain our own
internally developed consumer Web site, YourWirelessSource.com™, which offers cellular phone
accessories from OEMs and Wireless Solutions®, our own private brand, and other complementary
consumer wireless products.

As discussed above, T-Mobile was previously our largest customer refationship. Under this
relationship, we sold and delivered wireless phones and accessories to consumers and other end-
users. Sales to customers reached through the T-Mabile relationship included sales of items
purchased directly from T-Mobile (as discussed above under the caption “Products and Services”),
primarily handsets, sales of additional phone accessories purchased from other third-party vendors,
and other supply chain services billings. In mid-September 2005, T-Mobile completed the transi-
tion of the TESSCO provided e-commerce marketing and sales system to an in-house Web solution
and afternative third-party logistics provider, and thus revenues then ceased from this relationship.
Sales to customers through the T-Mobile affinity program accounted for approximately 26% of our
revenues and 12% of gross profits during fiscal year 2006. Our next nine largest customer rela-
tionships accounted for 9% and 10% of our total revenues and gross profits, respectively, during
fiscal year 2006, and therefore, our top ten customer relationships totaled 35% and 22% of our
total revenues and gross profits, respectively.

Although we currently service customers in over 100 countries, approximately 97% of our
sales have been made to customers in the United States during each of the past three years. Due
1o our diverse product segments and our wide customer base, our business is not significantly
affected by seasonality.

Nlethed of Operation

We believe that we have developed a highly integrated, technologically advanced and efficient
method of operation based on the following key tenets:
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» The ability to view invoices online and customer-spegcific pricing, based on our tiered
pricing levels tied to a customer's aggregate purchase volume;

m Comprehensive, targeted marketing pages for more than 150 product solutions;
m Interactive illustrations for a range of wireless applications; and
m Variety of useful customer service, financial and technical support pages.

Our knowledge tools empower our customers to make better decisions by delivering product
knowledge, rather than just information. These tools also provide our manufacturers the opportu-
nity to develop their brands and to promote their products to a broad and diverse customer base.

Procurement and Inventory Management: Our product management and purchasing
system aims to provide customers with a tofal source of broad and deep product availability, while
maximizing our return on our inventory investment.

We use our information technology system to monitor and manage our inventory. Historical
sales results, sales projections and information regarding vendor lead times are all used to deter-
mine appropriate inventory levels. The information technology system also provides early waming
reports regarding upcoming inventory requirements. As of March 26, 2006 and March 27, 2005,
we had an immaterial level of backlog orders. All backlog orders as of March 26, 2006, are
expected to be filled within 90 days of fiscal year-end. For the fiscal years ended March 26, 2006
and March 27, 2005, inventory write-offs were 0.5% and 0.4% of total purchases, respectively.
Generally, we have been able to return slow-moving inventory to our vendors pursuant to stock rota-
tion agreements. Inventory turns for fiscal years 2006 and 2005 were 6.9 and 8.2, respectively.

Customer Support and Order Entry: The customer support teams are responsible for
responding to what we refer to as “the moments of truth” by providing sales and customer support
services by means of an effective and efficient transaction system. We also continually monitor our
customer service performance through report cards included with each product delivery, customer
surveys and regular interaction with customers. By combining our broad product offering with a
commitment to superior customer service, we seek to reduce a customer's overall procurement
costs by enabling the customer to consolidate the number of suppliers from which it obtains prod-
ucts, while also reducing the customer's need to maintain high inventory levels.

Our information technology system provides detailed information on every customer account,
including recent inquiries, buying and credit histories, separate buying locations within a customer
account and contact diaries for key personnel, as well as detailed product information, including
technical, product availability and pricing information. The information technology system increases
sales productivity by enabling any customer support representative to provide any customer with
personalized service and also allows non-technical personnel to provide a high level of technical
product information and order assistance.

We believe that our commitment to providing prompt, friendly and efficient customer service
before, during and after the sale enables us to maximize sales, customer satisfaction and customer
retention. The average number of commercial customers per month increased from 9,900 in fiscal
year 2005 to 10,900 in fiscal year 2006. An average of 20,600 consumer end-users were served
per month in fiscal year 2006 as compared with 36,100 in fiscal year 2005. This decline in
consumers is due to the T-Mobile transition discussed above.

Fulfillment and Distribution: Orders are received at our Hunt Valley and Reno customer
sales support centers. As orders are received, customer representatives have access to technical
information, alternative and complementary product selections, product availability and pricing
information, as well as customer purchasing and credit histories and recent inquiry summaries. An
automated materials-handling system, which is integrated with the product planning and procure-
ment system, allows us to ensure inventory control, minimize multiple product shipments to
complete an order and limit inventory duplication. Bar-coded labels are applied to every product,
allowing distribution center personnel to utilize radio frequency scanners to locate products, fi
orders and update inventory records in real-time, thus reducing overhead associated with the distri-
bution functions. Orders are delivered to customers by a variety of freight line and parcel transporta-
tion carriers with whom we contract. During fiscal year 2005, we made a substantial investment in
this system, which we refer to as our Configuration, Fulfillment and Delivery technology system, at
our Global Logistics Center. The same system is expected to be implemented at our Americas Sales
& Logistics Center during fiscal year 2007.

Delivery charges are calculated on the basis of the weight of the products ordered and on the
delivery service requested, not distance to the customer. We believe that this approach, combined
with our Performance and Delivery Guarantee, which emphasizes on-time delivery instead of ship-
ment dates, enables customers to minimize their inventories and reduce their overall procurement
costs, thereby encouraging them to make us their total source supplier.

Information Technology: Critical to the success of our operations is our information
technology system. We have made substantial investments in the development of this system,
which integrates cataloging, marketing, sales, fulfillment, inventory control and purchasing, finan-
cial control and internal and external communications. The information technology system includes
highly developed customer and product databases and is integrated with our distribution centers.
The information contained in the system is availabie on a real-time basis to all of our employees
and is utilized in every area of our operations. As discussed above, we have made, and continue to
make, investments in our Configuration, Fulfiliment and Detivery technology system.

We develop, construct, maintain and host several Web sites for certain affinity partners. These
sites include control capabilities, including partner branding, independent fanding pages and URLs,
product filtering and purchase authorization limits that allow us to seamlessly interact with the
customer, fuffill online orders and provide required information to these affinity partners.

We believe that we have been successful to date in pursuing a highly integrated, technologi-
cally advanced and efficient method of operations; however, disruption to our day-to-day opera-
tions, including failure of our information technology system, distribution system, or freight carrier
interruption, coutd impair our ability to receive and process orders or o ship product in a timely and
cost-efficient manner.

Acquisitions

In April 2006, we acquired the non-cash assets and businesses of TerraWave Solutions, Ltd.
and its commonly owned affiliate, GigaWave Technologies, Ltd. for an initial cash payment of
approximately $3.8 million, and additional cash earn-out payments over a four-year period, contin-
gent on the achievement of certain minimum earnings thresholds ($1.5 million of the $3.8 million
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Employees

K

As of March 26, 2006, we had 638 full-time equivalent employees. Of our full-time equivalent employees, 323 were engaged in customer and vendor service, marketing, sales and product manage-
ment, 243 were engaged in fulfillment and distribution operations and 72 were engaged in administration and technology systems services. No employees are covered by collective bargaining agreements.

We consider our employee relations to be excellent.

Executive Officers

Executive officers are appointed annually by the Board of Directors and, subject to the terms of any applicable employment agreement, serve at the discretion of the Board of Directors. Information
regarding our executive officers is as follows:

NAME AGE POSITION

Robert B. Barphill, Jr. 62 Chairman, President and Chief Executive Officer
Robert B. Barnhill, Jr. is chairman, president and chief executive officer and founded the business in 1982,

David M. Young 35 Senior Vice President, Chief Financial Officer and Corporate Secretary
David M. Young joined the Company in July 1999 and has served as senior vice president and chief financial officer since March 2006. Between April 2002 and
February 2006, Mr. Young served as a vice president, and between February 2005 and March 2006, he served as acting chief financial officer. Prior to February
2005, Mr. Young served as the Company’s controller. Since March 2004, Mr. Young has served, and continues to serve, as Corporate Secretary. Prior to joining the
Company, Mr. Young served as assistant vice president and assistant corporate controller at Integrated Health Services, Inc.

Gerald T. Garland 55 Senior Vice President of Solutions Development and Product Management
Gerald T. Garland rejoined the Company in April 2003 and has served as senior vice president of solutions development and product management since April 2006.
Mr. Garland has served as senior vice president of the installation, test and maintenance line of business since May 2005, as senior vice president of the mabile
devices and accessories line of business since April 2004 and as senior vice president of the network infrastructure line of business since April 2003. Between
September 1999 and April 2003, Mr. Gartand served as director of business development with American Express Business Services and chief financial officer of
Mentor Technologies, Inc. Mr. Garland served as the Company's chief financial officer from September 1993 to September 1999,

Douglas A. Rein 46 Senior Vice President of Fulfillment and Operations
Douglas A. Rein joined the Company in July 1999 as senior vice president of fulfillment and operations. Previously, he was director of operations for Compaq
Computer Corporation and vice president, distribution and logistics operations for intelligent Electronics.

Said Tofighi 51 Senior Vice President of Customer Supply Chain

Said Tofighi rejoined the company in October 2000 as vice president of customer administration. in April 2005, Mr. Tofighi began serving as vice president customer
supply chain unit and served in that capacity until May 2006, when he was appointed senior vice president of the customer supply chain. Mr. Tofighi originally
joined the Company in March 1993 and served in various leadership roles through July 1999. From July 1999 through October 2000, Mr. Tofighi worked outside

the Company.
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We rely on independent shipping companies to deliver inventory to us and to ship
proaucts to customners.

We rely on arrangements with independent shipping companies, for the delivery of our prod-
ucts from vendors and to customers. The failure or inability of these shipping companies to deliver
products, or the unavailability of their shipping services, even temporarily, could have a material
adverse affect on our business. We may also be adversely affected by an increase in freight
surcharges due to rising fue! costs and added security. This could adversely impact our selling,
general and administrative expenses or lead to price increases to our customers which could
decrease customer demand for our products.

We intend to explore additional growth through acquisitions.

As part of our growth strategy, we may continue to pursue the acquisition of companies that
either complement or expand our existing business. As a result, we regularly evaluate potential
acquisition opportunities, which may be material in size and scope. In addition to those risks to
which our business and the acquired businesses are generally subject to, the acquisition of these
businesses gives rise to transactional and transitional risks, and the risk that the anticipated bene-
fits will not be realized.

We offer crediit to our custormners ana, therefore, are subject to significant crediit risk.

We sell our products to a large and diverse customer base. We finance a significant portion
of such sales through trade credit, typically by providing 30-day payment terms. As a result, our
business could be adversely affected in the event of a deterioration of the financial condition of our
customers, resulting in the customers' inability to repay us. This risk may increase if there is a
general economic downturn affecting a large number of our customers and in the event our
customers do not adequately manage their business or properly disclose their financial condition.

We require substantial capital to operate, and the inability to obtain financing on
favorable terms will adversely impact our business, financial position and resulls
of operations.

Our business requires substantial capital to operate and to finance accounts receivable and
product inventory that are not financed by trade creditors. We have historically relied upon cash
generated from operations, revolving credit facilities and trade credit from our vendors to satisfy our
capital needs and finance growth. As the financial markets change and new regulations come into
effect, the cost of acquiring financing and the methods of financing may change. Changes in our
credit rating or other market factors may increase our interest expense or other costs of capital, or
capital may not be available to us on competitive terms to fund our working capital needs. Our credit
facilities and long-term debt arrangements are of specified terms and contain various financial and
other covenants that may limit our ability to borrow or limit our flexibility in responding to business
conditions. Qur currently existing $30 million revolving credit facility expires in September 2007,
and although we expect to either extend or replace this facility, there can be no assurances that we
will be able to do 50 on favorable terms, or at all. The inability to maintain or when necessary obtain
adequate sources of financing could have an adverse affect on our business. Some of our existing
financing instruments involve variable rate debt, thus exposing us 1o risk of fluctuations in interest
rates. Such fluctuations in interest rates could have an adverse affect on our business, financial

position and results of operations. We have and may also in the future use interest rate swaps in
an effort to achieve a desired proportion of fixed and variable rate debt. We utilize these derivative
financial instruments to enhance our ability to manage risk, including interest rate exposures that
exist as part of our ongoing business operations. However, our use of these instruments may not
effectively limit or eliminate our exposure to a decline in operating results due to changes in inter-
est rates.

The inability to hire or retain certain key professionals, management and staff
could adversely affect our business, financial conaiition and results of operations.

The nature of our business includes (but is not limited to) a high volume of transactions, busi-
ness complexity, wide geographical coverage, and broad scope of products, suppliers, and
customers. In order to compete, we must attract, retain and motivate executives and other key
employees, including those in managerial, technical, sales, marketing and support positions. Hiring
and retaining qualified executives, information technology and business generation personnel are
critical to our business. While our success depends upon the skills of many of our personnel, we are
particularly dependent upon the skills and leadership of Robert B. Barnhil, Jr., our chairman, pres-
ident and chief executive officer. The loss of any of these individuals, and particutarty Mr. Barnhill,
could have a material adverse affect on our business, financial position and results of operations.

To atiract, retain and motivate qualified employees, we rely heavily on stock-based incentive
awards such as Performance Stock Units (PSUs). If performance targets associated with these PSUs
are not met, or the value of such stock awards does not appreciate as measured by the perform-
ance of the price of our common stock and/or if our other stock-based compensation otherwise
ceases to be viewed as a valuable benefit, our ability to attract, retain and motivate our employees
could be adversely impacted, which could negatively affect our business, financial position and
resufts of operations and/or require us to increase the amount we spend on cash and other forms
of compensation. Our ability to issue PSUs is also fimited by the provisions of and our available
shares in our current and/or future stock incentive plans, which may be subject to shareholder
approval.

Changes in accounting rules could have a rmaterial adverse impact on our results
of operations.

We prepare our financial statements in conformity with accounting principles generally
accepted in the United States. These accounting principles are subject to interpretation by the
Financial Accounting Standards Board, the Public Company Accounting Oversight Board, the
Securities and Exchange Commission, the American Institute of Certified Public Accountants and
various other bodies formed to interpret and create appropriate accounting policies. A change in
these policies or a new interpretation of an existing policy could have a significant affect on our
reported results and may affect our reporting of transactions before a change is announced.

in December 2004, the Financial Accounting Standards Board issued Statement of Financial
Accounting Standard (SFAS) No. 123R, “Share-Based Payment,” a revision of SFAS No. 123,
“Accounting for Stock-Based Compensation” and superseding Accounting Principles Board Opinion
(APB) No. 25, “Accounting for Stock Issued to Employees.” SFAS No. 123R is a complex account-
ing standard that requires companies to expense the fair value of employee stock options and
similar awards and was adopted by us on March 27, 2006. The adoption of the SFAS No. 123R
could have an impact on our reported results of operations. SFAS No. 123R also requires the bene-
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A signifficant portion of our voting stock is controffed by our executive officers,
airectors and beneficial owners of 5% or more of our common Stock.

Our executive officers, directors and heneficial owners of 5% or more of our common stock
and their affiliates, in the aggregate, beneficially owned over 50% of our outstanding common stock
as of March 26, 2006. Robert B. Barnhill, Jr., our chairman, president and chief executive officer
beneficially owned approximately 20% of our ocutstanding common stock as of March 26, 2006.
Should these shareholders decide to act together, they would have the ability to significantly infiu-
ence all matters requiring sharehelder approval, including the election of directors and any signifi-
cant corporate transaction requiring shareholder approval.

Item 1B. Unresolved Staff Comments.

Not applicable.

item 2. Properties.

Our corporate headquarters and primary distribution center, known as the Global
Logistics Center (GLC), is located in a Company-owned 184,000 square-foot facility located north
of Baitimore in Hunt Valley, Maryland. Our sales, marketing and administrative offices are located
in leased office space near the GLC. This lease expires in May 2007. Monthly rent payments range
from $110,300 to $125,000 throughout the lease term. We are currently evaluating our needs for
sales, marketing and administrative office space beyond May 2007. West coast sales and ful
ment is facilitated by our Company-owned 115,000 square-foot Americas Sales & Logistics Center
(ALC) located in Reno, Nevada. The ALC is used to configure and fulfill product and supply chain
solutions, provide disaster backup for the GLC, and allow for future growth of staffing and increased
fulfillment capabilities. The GLC is encumbered by a deed of trust as security for a term loan. See
Note 7 to our Consolidated Financial Statements included in ftem 8 of this Annual Report on Form
10-K. Each of our three husiness segments uses all of our properties for either sales or fulfillment
purposes.

Item 3. Legal Proceedings.

Lawsuits and claims are filed against us from time to time in the ordinary course of business.
We do not believe that any lawsuits or claims currently pending against the Company, individually
or in the aggregate, are material, or will have a material adverse affect on our financial condition or
resuits of operations.

item 4. Submission of Matters to a Vote of
Security Holders.

None.

Part ll

Item 5. Market for Registrant's Common Equity,
Related Stockholder Matters and Issuer
Purchases of Equity Securities.

Our common stock has been publicly traded on the NASDAQ Stock Market since September
28, 1994, under the symbel "TESS." The quarterly range of prices per share during fiscal years
2005 and 2006 are as follows:

HIGH LOwW

Fiscal Year 2005

First Quarter $19.09 $11.50

Second Quarter 18.65 7.86

Third Quarter 1412 9.87

Fourth Quarter 17.69 12.50
Fiscal Year 2006

First Quarter $16.25 $12.35

Second Quarter 15.52 12.07

Third Quarter 17.40 12.50

Fourth Quarter 18.80 15.20

As of June 1, 2006, the number of shareholders of record of the Company was 59. We esti-
mate that the number of beneficial owners as of that date was approximately 2,500.

We have never declared or paid any cash dividends on our common stock and do not expect
to pay any cash dividends in the foreseeable future. Qur revolving credit facility prohibits the
payment of cash dividends without the prior written consent of the lender.

During the first quarter of fiscal year 2004, our Board of Directors established a stock buyback
program and authorized the purchase of up to 450,000 shares of our common stock. On October
20, 2005, the Board of Directors amended the program, authorizing the purchase of an additional
450,000 shares of our common stock. Through the end of the fiscal year 2006, we have repur-
chased 500,703 shares of our outstanding common stock pursuant to this program for approxi-
mately $5.7 million, or an average price of $11.44 per share. Of the total shares repurchased,
133,800 shares were purchased in fiscal year 2006 at an average price of $15.45 per share,
254,003 shares were repurchased in fiscal year 2005 at an average price of $11.45 per share and
112,900 shares were repurchased in fiscal year 2004 at an average price of $6.68 per share. An
aggregate of 399,297 shares remain available for repurchase under this program. No repurchases
were made in any month during the fourth quarter of fiscal year 2006, and no timetable has been
set for the completion of this program.

The information required by Item 201(d) of Regulation S-K, pursuant to paragraph (a) of this
Item 5, is incorporated by reference to the information set forth under the caption “Equity
Compensation Plan Information” in the Company's Proxy Statement for the 2006 Annual Meeting
of Stockholders, which is anticipated to be filed pursuant to Regulation 14A no later than one
hundred twenty (120) days following the end of the fiscal year reported on.




‘wriboud Justecdun Aygeiaid ino
LM DBJBIDOSSE S1S00 LONBDHOSLOD AYjj08) PUB SIS0 UOHBUILLIS) 84} PUB Jajuar) SnSIBOT (BQOME) IO 18 JBISESID 2008 ‘ZL J8Gojo0 Yy} O JNsal & Se DaNRoa! SOUBINSU UDRCNUBIL SSBUISNG PUE SPeaaoid eouemsul uo ueb ey sepnoxg

(94-01 ULO4 U poday fenuuy SIY1 JO 8 Wl Ui PAPIIOUI SJUBLLIBIE]S fBioueLH PIBPIOSUD) N0 O} | | BJON 89S) weubiosd justaroidu Aigeosd Ino Ljim DBJBI0SSE SIS00 UOIHBDIOSUOD AJoB) puR SIS0D UOHBUULS] Slussaiday ,

(-1 104 U Hodoy feruLty siyp jo
§ WOy Ul PapNIoUI SJUSLLBIEIS RIUBUL POJEDIOSUOD) No 03 ) SION 855) Jojuan) SIISIBOT [BQOID) N0 12 JISESID 200¢ ‘21 J9GOI0 Y} JO JINsal B SB PaNedal 8IUBINSU) UOJNLBILY SSAUISNG PUe SPasd0id souRnsUl Uo Ul ey} Sjussaiday |

00v'£08'0S 008'G86°€S 005'€€€'99 001'¢28'09 008'901'G9 funba ,siapjoysieys
00¥'€90'9 008'099'G 00£'¥GE'G 00£'000'G 00¥'65G'Y 1g8p wia)-buon
008'G8.'G 008°C.€ 000'28¢ 009'29¢ 00S'¢vy 1G9p wiel-Uoys
00€'622'001 000862001 002'821'621 002'/G5'091 00v'008'9¢1 5)asse |ejol
009'9GL°LE  $ 006°cYS'sE  § ooL'ogg'se ¢ 002000ty $ 00v'voL'sy $ feyded Bupjiom
eleQq }89ysg aoueeg

%0'8 %v'v %b'v %¥ 0l %18 AInba uo unjay
%C v %EC %1 %C't %9°€ ¢SJ9SSE U0 UINIdY
009°ct 00.°¢2 00S've 001'9¢ 00902 yiuow Jad s19Ang Jawnsuod abielony
0068 00¢'6 00v'6 0066 006'01 yluow Jad siafng felolewiwiod sfereny
eyeq Buneradp polosles

%9°L %L1 %80 %L %L awodul 19N
0t 20 G0 20 20 SHXE] LU0 10} UOISIACI]
9¢ 8’1l 'l (! 9L $oXe) aLI0DUI 10} UOiStA0Id 810180 BWodU)
0 00 00 00 00 18U ‘JsauBy|
8¢ 8’1 ¥l 0¢ gL suotessdo WoJy swooauy
- - 90 - — sabieyd Buunon)say
— {ro 60 — — $Pa3001d AOUBANSU} WOI) J1jaudg
1'¥e 9v¢ 802 g9l 16l sosuadxa aaensiuwpe pue (elsuab ‘Bulfjes
gle 092 0'ee G'8lL g'ic joud sso1
Gl (1873 0'8. G'i8 8. PI0S $poob Jo 1s0)
%0001 %0001 %0001 %0001 %0°001 SONUIASY
sanuanay jo abejuanioyg

006'G/G'v 009°GeS'y 000'69%‘y 006°€/E'Y 00€'v.C'y Buipueisino saueys abiesane payblam painiig
G8'0 $ 190 $ G9'0 $ 6E'L $ 0Z'1 $ aleys Jad sBuiusea pajnQ
006'506'¢ ¢ 009'8v0'e  $ 0081682 $ 002'/90'9  $ 002'GIL'S $ 80Ul 19N
000'v8¥°C 002'016'L 009°016°L 000°998°¢ 00s'0/2°c S8Xe] 8W0JU} 10} UOISIAOI
006'68€'9 008'856'Y 00¥°208'v 002'€E6'6 002'68¢'8 $S9Xe} BLI0DUI J0) LOISIA0Id 810JBQ BUIIU
000'¥8¥ 005601 00/'291 002'991 006'85¢ 18U "1s818)U|
006'c/8°9 00€'%90°G 001'0.6'y 00¥'660°01 002'vh.'8 SUONEIIdo WO sWodL
- — 002'G82'C — — - sabieyd BuLnonsay
— {oos‘ziz't) {000'v50') — — , SPaan0Id JoURINSUI WO} Jauay
009'809°19 006'¢9v'/9 00E'vri'eL 00v'/v2'v8 008'89¢'16 sasuadxa aajensIuIWpe pue [eiguab ‘Bules
006'¢8%'89 00/'vIE'LL 001L'9¥9'2L 008'9¥8'v6 000°€10€0L 1joud ss019
009°2Ey'081 00/'865'20¢ 002'820'G.¢ 006°08L'8lY 00€'91E'v/€ plos spoof Jo 1509

ooL'sle'sye $

oov'eLeele $

00c'v/9'eGe

00€°220°€lS $

00E'6ee’ LIy §

SaNUAAY

Bl 9WO0oU]| JO JUBWSIRIS

Z200Z ‘L€ HOUWVIN

£002 ‘0t HOUYI

002 ‘82 HOUVIY

€002 ‘L% HOMVIN

9002 ‘92 HOUVIN

QIANI SHYIA FYISId

M-0l HodaY [enuuy

‘eled ieisusuly pajoafes "9 wall




Annual Report 10-K

Quarterly Results of Operations

(Unaudited) FISCAL YEAR 2006 QUARTERS ENDED FISCAL YEAR 2005 QUARTERS ENDED
MAR. 26, 2006 DEC. 25, 2005  SEPT. 25, 2005 JUN. 26, 2005 MAR. 27, 2005 DEC. 26, 2004  SEPT. 26, 2004  JUN. 27, 2004
Revenues $ 96,561,300 $ 94,811,900 $137,632,800  $148,323,300  $150,907,500 $135,825,100 $115,689,700 $110,605,000
Cost of goods sold 71,899,900 70,849,000 109,266,200 122,301,200 125,836,300 111,420,400 92,708,200 88,215,600
Gross profit 24,661,400 23,962,900 28,366,600 26,022,100 25,071,200 24,404,700 22,981,500 22,389,400
Selling, general and
administrative expenses 22,761,300 22,004,200 25,543,500 23,959,800 22,879,500 21,569,300 20,309,500 19,989,100
Income from operations 1,900,100 1,958,700 2,823,100 2,062,300 2,191,700 2,835,400 2,672,000 2,400,300
Interest, net 165,800 125,600 29,100 38,000 51,800 37,100 42,700 34,600
Income before provision
for income taxes 1,734,300 1,833,100 2,794,000 2,024,300 2,139,900 2,798,300 2,629,300 2,365,700
Provision income taxes 676,500 714,900 1,089,600 789,500 826,600 1,091,400 1,025,400 922,600
Net income $ 1,057,800 $ 1,118,200 $§ 1704400 $ 1,234800 $ 1,313,300 $ 1,706,900 $ 1,603,900 $ 1,443,100
Diluted earnings per share $ 0.25 $ 0.26 $ 040 $ 029 % 0.31 $ 0.40 $ 0.36 $ 0.32 |
Percentage of Revenues i
Revenues 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Cost of goods sold 745 747 79.4 82.5 83.4 82.0 80.1 79.8 "
Gross profit 255 253 20.6 17.5 16.6 18.0 19.9 20.2 ”
Selling, general and
administrative expenses 236 23.2 18.6 16.2 15.2 15.9 17.6 18.1
Income from operations 2.0 2.1 20 1.4 1.4 21 23 2.2
Interest, net 0.2 0.1 0.0 0.0 0.0 0.0 0.0 0.0
Income before provision
for income taxes 1.8 1.9 2.0 1.4 14 2.1 23 2.1
Provision for income taxes 0.7 0.7 0.8 0.5 0.5 0.8 0.9 08
Net income 1.1% 1.2% 1.2% 0.8% 0.9% 1.3% 1.4% 1.3%
Selected Operating Data
Average commercial buyers
per month 11,500 11,200 10,600 10,300 9,900 10,000 9,800 9,700 |
Average consumer buyers ,
per month 8,100 7,300 29,400 37,700 37,900 37,200 34,300 35,000
Return on assets 3.3% 3.6% 52% 3.2% 3.4% 4.7% 4.9% 4.7%
Return on equity 6.6% 7.0% 10.8% 8.0% 8.7% 11.7% 11.0% 10.1%
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Annual Report 10-K

Results of Operations The following table summarizes the results of our operations for fiscal years 2006, 2005 and 2004:

2005 TO 2006 2004 TO 2005
(Dollars in thousands, except per share daia) 2006 2005 $ CHANGE % CHANGE 2004 $ CHANGE % CHANGE
Commercial Revenues

Network Infrastructure:

Public Carriers and Network Operators $ 53,104 $ 56,620 $ (3,516) (6.2%) $ 46,912 $ 9,708 20.7%
SMUs, Governments and Resellers 95,806 74,277 21,529 29.0% 67,694 6,583 9.7%

Total Network Infrastructure 148,910 130,897 18,013 13.8% 114,606 16,291 14.2%

Mobile Devices and Accessories:

Public Carriers and Network Operators 2,794 3,068 (274) (8.9%) 4,094 (1,026) (25.1%)
SMUs, Governments and Resellers 113,758 72,347 41,411 57.2% 54,699 17,648 32.3%

Total Mobite Devices and Accessories 116,552 75,415 41137 54.5% 58,793 16,622 28.3%

Installation, Test and Maintenance:

Public Carriers and Network Operators 16,971 19,905 (2,934) (14.7%) 19,798 107 0.5%
SMUs, Governments and Resellers 57,601 43,280 14,321 33.1% 31,904 11,376 35.7%

Total Installation, Test and Maintenance 74,572 63,185 11,387 18.0% 51,702 11,483 22.2%
Total Commercial Revenues 340,034 269,497 70,537 26.2% 225,101 44,396 19.7%
Consumer Revenues—

Mobile Devices and Accessories 137,295 243,530 (106,235) (43.6%) 127,573 115,957 90.9%
Total Revenues $ 477,329 $ 513,027 $ (35,698) (7.0%) $ 352,674 $ 160,353 45.5%
Commercial Gross Profit

Network Infrastructure:

Public Carriers and Network Operators $ 12,669 $ 13,248 $ (6579 (4.4%) $ 11,503 $ 1,745 15.2%
SMUs, Governments and Resellers 22,076 17,798 4,278 24.0% 17,005 793 4.7%

Total Network Infrastructure 34,745 31,046 3,699 11.9% 28,508 2,538 8.9%

Mobile Devices and Accessories:

Public Carriers and Network Operators 781 851 (70) (8.2%) 949 (98) (10.3%)
SMUs, Governments and Resellers 27,858 19,572 8,286 42.3% 14,015 5,557 39.7%

Total Mobile Devices and Accessories 28,639 20,423 8,216 40.2% 14,964 5,459 36.5%

Installation, Test and Maintenance:

Public Carriers and Network Operators 3,961 4,548 (587) (12.9%) 5,053 (505) (10.0%)
SMUs, Governments and Resellers 18,791 11,802 6,989 59.2% 8,732 3,070 35.2%

Total Installation, Test and Maintenance 22,752 16,350 6,402 39.2% 13,785 2,565 18.6
Total Commercial Gross Profit 86,136 67,819 18,317 27.0% 57,257 10,562 18.4%
Consumer Gross Profit — .

Mobile Devices and Accessories 16,877 27,028 (10,151) (37.6%) 20,389 6,639 32.6%
Total Gross Profit $ 103,013 $ 94,847 $ 8,166 8.6% $ 77,646 $ 17,201 22.2%
Selling, general and administrative expenses $ 94,269 $ 84,748 $ 9,521 11.2% $ 73,444 $ 11,304 15.4%
Benefit from insurance proceeds — — — — (3,054) 3,054 NM
Restructuring charges — — — — 2,286 (2,286) NM
income from operations 8,744 10,099 (1,355) (13.4%) 4,970 5,129 103.2%
Interest, net 359 166 193 116.3% 168 ] (1.2%)
Income before provision for income taxes 8,385 9,933 (1,548) (15.6%) 4,802 5,131 106.9%
Provision for income taxes 3,270 3,866 (596) (15.4%) 1,910 1,956 102.4%
Net income $ 5115 $ 6,067 $ (952) (15.7%) $ 2,892 $ 37175 109.8%
Dituted eamnings per share $ 1.20 $ 1.39 $ (019 (13.7%) $ 065 $ 0.74 113.8%

NM - not meaningful
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Annual Report 10-K

We continually evaluate the credit worthiness of our existing customer receivable portfolio and
provide an appropriate reserve based on this evaluation. We also evaluate the credit worthiness of
prospective customers and make decisions regarding extension of credit terms to such prospects
based on this evaluation. Accordingly, we recorded a provision for bad debts of $742,800 and
$1,227,000 for fiscal year 2006 and fiscal year 2005, respectively.

Interest, Net. Net interest expense increased from $166,200 in fiscal year 2005 to
$358,500 in fiscal year 2006, primarily due to increased interest expense on our revolving credit
facility and our term bank loan, partially offset by increased interest income. As noted below, begin-
ning October 1, 2005, we entered into a receive variable/pay fixed interest rate swap on our exist-
ing bank loan, thus fixing the interest rate on this [oan at 6.38%. interest expense on our other debt
instruments had only minor variances from year-to-year in total.

Income Taxes, Net Income and Diluted Earnings Per Share. The effective tax rates
in fiscal year 2006 and 2005 were 39.0% and 38.9%, respectively. The effective tax rate for fiscal
year 2006 increased due to minor changes in our relationship between non-deductible expenses
and taxable income, as well as changes in the taxability in certain states. As a result of the factors
discussed above, net income and diluted earnings per share for fiscal year 2006 decreased 16%
and 14%, respectively, compared with fiscal year 2005.

Fiscal Year 2008 Compared to Fiscal Year 2004

Revenues. Revenues grew 46%, in fiscal year 2005 over fiscal year 2004 driven by
growth in each of our three business segments and both our commercial and consumer markets.
Total commercial sales grew 20%, while consumer sales grew 91%.

We experienced significant growth in both commercial and consumer sales of mobile devices
and accessory products. The increase in consumer sales of mobile devices and accessories
revenues was primarily due to strong growth in our affinity consumer-direct sales channel, prima-
rily attributed to increased volumes from our T-Mobile affinity relationship. Handset and accessory
revenues from this affinity relationship with T-Mobile collectively accounted for approximately 44%
of total revenues in fiscal year 2005; however, gross profit generated through the T-Mobile relation-
ship represented only 20% of our total gross profit. In fiscal year 2005, aggregate sales of mobile
devices and accessories through both our T-Mobile relationship and our other affinity consumer-
direct sales channels represented 47% of our iotal revenues, but because a significant portion of
these sales relate to lower margin handset sales as described below, gross profit from these sales
represented only 29% of our total gross profit. Commercial revenues for mobile devices and acces-
sories, which are sold primarily to SMUs, governments and resellers, but also to public carriers and
network operators, increased 28% over the prior year, due in part to enhanced merchandising and
packaging programs and an increase in data product sales.

The 14% increase in our network infrastructure sales was attributable to increases in sales
of RF propagation products such as antennas and cable, as well as increased sales of broadband
and in-building products. We believe that pent up demand for new technologies and increased
spending in homeland security and public safety contributed to our growth in this line of business.
During fiscal year 2005, we increased marketing efforts in this area, added several new vendors
and improved inventory availability. These initiatives led to growth in broadband sales of approxi-
mately 20% in fiscal year 2005.

The 22% increase in installation, test and maintenance revenues was primarily attributable to
increased sales of high-dollar test equipment and increased sales of repair and replacement parts
under our relationships with several original equipment manufacturers. We believe that the
increased capital spending leading to our growth in network infrastructure sales also contributed to
the increase in installation, test and maintenance sales.

Gross Profit.  Gross profit grew 22% in fiscal year 2005 compared to fiscal year 2004,
driven by growth in each of our three business segments and both of our commercial and consumer
markets. Total commercial gross profit grew 18%, while consumer gross profit grew 33%. Gross
profit margin decreased to 18.5% in fiscal year 2005 from 22.0% in fiscal year 2004. Gross profit
margin decreased to 23.7% from 24.9% in our network infrastructure segment and decreased to
25.9% from 26.7% in our instalfation, test and maintenance segment. Generally, our gross margins
by product within these segments were sustained and these minor variations were related to sales
mix within the segment product offerings, including the sales growth of lower margin broadband
products in our network infrastructure line of business. Gross profit margin in our mobile devices
and accessories segment decreased to 14.9% from 19.0%. This decrease was wholly attributable to
a decrease in gross profit margin for our consumer sales, and was minimally offset by an increase
in gross profit margin for our commercial sales. The decrease in gross profit margin for our
consumer sales, from 16.0% to 11.1%, was due to significantly increased volume of lower margin
handset sales attributable to our affinity relationship with T-Mobile. The minor increase in commer-
cial gross profit margin for our mobile devices and accessories segment, from 25.5% in fiscal year
2004 to 27.1% in fiscal year 2005, was attributable to sales mix within the product offering.

Selling, General and Adminisirative Expenses. Total selling, general and administra-
tive expenses increased by 15% in fiscal year 2005 compared with fiscal year 2004. Due to the
increase in revenues and other factors discussed below, iotal selling, general and administrative
expenses decreased as a percentage of revenues to 16.5% in fiscal year 2005, from 20.8% in
fiscal year 2004.

The largest factor contributing to the increase in total selling, general and administrative
expenses was increased fulfillment costs associated with the large growth in consumer revenue
and to a lesser extent, the growth in commercial sales. Largely because of the success of our affin-
ity relationships, the number of orders we delivered in fiscal year 2005 grew 36% compared to
fiscal year 2004. During the fourth quarter of fiscal year 2005, fulfillment costs and labor costs
increased due to start-up issues associated with our new Configuration, Fulfilment and Delivery
technology system that was initiated during the quarter.

Also contributing to the increase in total selling, general and administrative expenses were
costs associated with our reward plans, including the expensing of stock options, expenses asso-
ciated with Performance Stock Units (PSU), and accrual of bonus and other cash reward payments.
During fiscal year 2005, we recognized stock compensation expense, primarily associated with the
PSUs and the expensing of previously issued stock options, of $886,900.

Occupancy costs also increased due to rent and related costs associated with our sales,
marketing and administrative offices. Through May 2004, these occupancy abligations were reim-
bursed through insurance proceeds, and in June of fiscal year 2005, we became solely responsi-
bie for these ongoing obligations. This leased space was originally used as temporary space during
the October 2002 disaster. Following the disaster and during the subsequent rebuilding of our
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which ranges from 1.5% to 2.0%. The facility is subject to a borrowing base based on levels of
trade accounts receivable and inventory, and is also subject to certain financial covenants, condi-
tions and representations. We were in compliance with these covenants at March 26, 2006. There
was no outstanding balance on our revolving line of credit facility at March 26, 2006.

In April 2006, we acquired substantially all the non-cash net assets of TerraWave Solutions,
Ltd. and its commonly owned affiliate, GigaWave Technologies, Ltd. for an initial cash payment of
approximately $3.8 million, and additionat cash earn-out payments over a four-year period, contin-
gent on the achievement of certain minimum eamnings thresholds ($1.5 million of the $3.8 million
cash amount paid at closing is a prepayment against future earn-out payments, if any). To the extent
that certain minimum earnings thresholds are not achieved, we will not be able to recover this
prepayment. The maximum amount of contingent future earn-out payments (after subtracting the
$1.5 million prepayment) is $15.5 million. The $3.8 million paid to date was funded through our
revolving credit facility. Future earn-out payments, if any, are expected to be funded through opes-
ating cash fiow, supplemented by our revolving credit facility, if needed.

We generated $4.3 million of net cash from operating activities in fiscal year 2005 compared
to $5.6 million in fiscal year 2004. In fiscal year 2005, our cash flow from operations was driven
largely by net income plus depreciation and amortization and a significant increase in trade
accounts payable, partially offset by significant increases in both accounts receivable and product
inventory. The large increase in accounts payable is largely a result of increased inventory
purchases. These inventory purchases were necessary to support increased sales volumes and are
related to all lines of business, but were primarily related to handsets and accessories in the
consumer mobile devices and accessories business. In most cases, we have negotiated open
payment terms with our vendors and manufacturers. We negotiate the duration of these payment
terms when establishing and/or renewing relationships with vendors and manufacturers and
attempt to balance the payment terms with other factors such as pricing, availability of competitive
products and anticipated demand. The timing of payments retated to past purchases and the
amount of future inventory purchases will create periodic increases and decreases in the accounts
payable halance. Trade accounts receivable grew significantly in fiscal year 2005 due to increased
sales to our customers, many of whom maintain accounts with open terms.

Capital expenditures totaled $4.4 million in fiscal year 2005, primarily related to investments
in information technology, including our Configuration, Fulfilment and Delivery technology system.
In fiscal year 2004, capital expenditures totaled $5.0 million, comprised primarily of investments in
information technology and the rebuilding of the Global Logistics Center. Also in fiscal year 2004,
insurance proceeds related to property and equipment totaled $7.2 million.

We used $2.8 million of net cash from financing activities in fiscal year 2005 compared with
a net usage of $0.9 million in fiscal year 2004. The increase in cash used was primarily related to
increased purchases of our common stock pursuant to our steck buyback program. Through the
end of fiscal year 2005, 366,903 shares of our outstanding common stock were purchased for
approximately $3.7 million or an average price of $9.98 per share. Of the total shares repurchased,
254,003 shares were repurchased in fiscal year 2005 at an average price of $11.45 per share and
112,900 shares were repurchased in fiscal year 2004 at an average price of $6.68 per share.

Critical Accounting Policies and Estimates

Our discussion and analysis of our financial condition and results of our operations are based
on our consolidated financial statements, which have been prepared in accordance with account-
ing principles generally accepted in the United States. The preparation of these financial statements
requires us to make estimates and judgments that affect the reported amount of assets, liabilities,
revenues and expenses and related disclosure of contingent assets and liabilities. Actual results
may differ from these estimates under different assumptions or conditions.

We have identified the policies below as critical to our business operations and the under-
standing of our results of operations:

Revenue Recognition. We record revenue when 1) persuasive evidence of an arrange-
ment exists, 2) delivery has occurred or services have been rendered, 3) our price to the buyer is
fixed and determinable, and 4) coilectibility is reasonably assured. Our revenue recognition policy
includes evidence of arrangements for significant revenue transactions through either receipt of a
customer purchase order or a web-based order. We record revenue when risk of loss has passed
to the customer and, in most cases, shipments are made using FOB shipping terms. For a small
portion of our sales, we use FOB destination terms and record the revenue when the product is
received by the customer. Our prices are always fixed at the time of sale. Historically, there have
not been any material concessions provided to or by customers, future discounts, or other incen-
tives subsequent to a sale. We sell under normal commercial terms and, therefore, we only record
sales on transactions where collectibility is reasonably assured.

Because our sales transactions meet the conditions set forth in Statement of Financial
Accounting Standard (SFAS) No. 48, “Revenue Recognition When Right of Return Exists,” we recog-
nize revenues from sales transactions containing sales returns provisions at the time of the sale.
These conditions require that 1) our price be substantially fixed and determinable at the date of
sale, 2) the buyer is obligated to pay us, and such obligation is not contingent on their resale of the
product, 3) the buyer's obligation to us does not change in the event of theft or physical destruc-
tion or damage of the product, 4) the buyer has economic substance apart from us, 5) we do not
have significant obligations for future performance to directly bring about resale of the product by
the buyer, and 6) the amount of future refurns can be reasonably estimated. Because our normal
terms and conditions of sale are consistent with conditions 1-5 above, and we are able to perform
condition 6, we make a reasonable estimate of product returns in sales transactions and accrue a
sales return reserve based on this estimate.

Qur current and potential customers are continuing to look for ways to reduce their invento-
ries and lower their total costs, including distribution, order taking and fulfillment costs, while s
providing their customers excellent service. Some of these companies have turned to us to imple-
ment supply chain solutions, including purchasing inventory, assisting in demand forecasting,
configuring, packaging, kitting and delivering products and managing customer refations, from
order taking through cash collections. In performing these solutions, we assume varying levels of
involvement in the transactions and varying levels of credit and inventory risk. As our solutions offer-
ings continually evolve to meet the needs of our customers, we constantly evaluate our revenue
accounting based on the guidance set forth in accounting standards generally accepted in the
United States. When applying this guidance in accordance with Emerging Issues Task Force (EITF)
No. 88-19, "Reporting Revenue Gross as a Principal versus Net as an Agent,” we look at the follow-
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actual forfeiters, the amount stock compensation expense. SFAS No. 123R is effective for us begin-
ning in fiscal year 2007. We may adopt SFAS No. 123R using either the modified prospective tran-
sition method, or the retrospective transition method. We anticipate adopting the standard using the
modified prospective method.

Further, in March 2005, the SEC issued Staff Accounting Bulletin (SAB) No. 107 regarding the
interaction between SFAS No. 123R and certain SEC rules and regulations and provided the staff's
views regarding the valuation of share-based payment arrangements for public companies. In
particular, SAB No. 107 provides guidance related to share-based payment transactions with non-
employees, valuation methods (including assumptions such as expected volatility and expected
term), the accounting for certain redeemable financial instruments issued under share-based
payment arrangements, the classification of compensation expense, non-GAAP financial measures,
first-time adoption of SFAS No. 123R in an interim period, capitalization of compensation cost
related to share-based payment arrangements, the accounting for income tax effects of share-
based payment arrangements upon adoption of SFAS No. 123R, the modification of employee share
options prior to adoption of SFAS No. 123R and disclosures in Management's Discussion and
Analysis subsequent to adoption of the SFAS No. 123R.

Summary Disclosures about Ceontractual Obligations and
Commercial Commitments

The following tables reflect a summary of our contractual cash obligations and other commer-
cial commitments as of March 26, 2006:

PAYMENT DUE BY FISCAL YEAR

LESS THAN YEARS YEARS MORE THAMN
TOTAL 1 YEAR 1-3 4-5 5 YEARS

$5,001,900 $ 442,500 $ 716,300 $ 732,700 $3,110,400

Long-term debt

Revolving credit
facility — — — — —

Operating lease-office 1,478,600 1,478,600 -— — —
interest payments 1,277,200 280,500 502,800 429,000 64,900
Other long-term

liabilities 1,379,000 — 801,000 150,000 428,000

Total contractual

cash obligations $9,136,700 $2,201,600 $2,020,100 $1,311,700 $3,603,300

Other long-term liabilities include amounts owed under the deferred compensation plan and
Supplemental Executive Retirement Plan. Interest payments include amounts owed on notes
payable at their stated contractual rate, as well as interest payments on our note with a bank at a
fixed rate of 6.38%.

The table above does not include the cash payment of approximately $3.8 million in April
2006 for the acquisition of non-cash assets and businesses of TerraWave Solutions, Ltd. and its
commonly owned affiliate, GigaWave Technologies, Ltd. Also excluded from the table are potential
additional cash earn-out payments of up to $15.5 million related to this acquisition over the next
four-year period, which are contingent on the achievement of certain minimum earnings thresholds.
While these contingent payments are not fixed at present, they represent potential future
commitments.

Off-Balance Sheet Arrangements

We have no material off-balance sheet arrangements.

Recent Accourting Prenouncements

In December 2004, the FASB issued SFAS No. 123R, “Share-Based Payment,” a revision of
SFAS No. 123, “Accounting for Stock-Based Compensation” and superseding APB No. 25,
“Accounting for Stock issued to Employees.” This statement requires companies to expense stock
options and other equity compensation instruments using fair value methods. Under the provisions
of SFAS No. 123R, the amount of tax benefits relating to stock compensation, which have been
included in operating cash flows for the period prior to the effective date will be reported in financ-
ing cash flows once the statement becomes &ffective. We adopted the fair value expense recogni-
tion provisions of SFAS No. 123 on March 29, 2004. Accordingly, other than the timing issue
discussed betow, the adoption of SFAS No. 123R is not expected to have a material impact on our
consolidated financial position or results of operations. Currently, our calculation of stock compen-
sation expense includes actual forfeitures; however, SFAS No. 123R will require us to include esti-
mated forfeitures, and therefore, the required adoption of SFAS No. 123R could have a material
impact on the timing and, based on the accuracy of our estimates of future actual forfeitures, the
amount of stock compensation expense. SFAS No. 123R is effective for us beginning in fiscal year
2007. We may adopt SFAS No. 123R using either the modified prospective transition method, or
the retrospective transition method. We anticipate adopting the standard using the medified
prospective method.

Further, in March 2005, the SEC issued SAB No. 107 regarding the interaction between SFAS
No. 123R and certain SEC rules and regulations and provided the staff's views regarding the valu-
ation of share-based payment arrangements for public companies. In particular, SAB No. 107
provides guidance related to share-based payment transactions with non-employees, valuation
methods (including assumptions such as expected volatility and expected term), the accounting for
certain redeemable financial instruments issued under share-based payment arrangements, the
classification of compensation expense, non-GAAP financial measures, first-time adoption of SFAS
No. 123R in an interim period, capitalization of compensation cost refated to share-based payment
arrangements, the accounting for income tax effects of share-based payment arrangements upon
adoption of SFAS No. 123R, the modification of employee share aptions prior to adoption of SFAS
No. 123R and disclosures in Management's Discussion and Analysis subsequent to adoption of the
SFAS No. 123R.
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item 8. Consolidated Financial Statements and Supplementary Data.

Consolidated Balance Sheets

MARCH 26, 2006

MARCH 27, 2005

Assets
Current Assets:
Cash and cash equivalents $ 2,286,900 $ 3,880,800
Trade accounts receivable, net of allowance for doubtful accounts of $853,600 and $1,196,400, respectively 43,576,500 60,907,400
Product inventory 47,615,700 60,832,600
Deferred tax asset 2,396,000 2,170,000
Prepaid expenses and other current assets 2,799,200 2,828,400
Total current assets 98,674,300 130,619,200
Property and equipment, net 24,619,800 26,193,000
Goodwill, net 2,452,200 2,452,200
Other long-term assets 1,054,100 1,292,800
Total assets $ 126,800,400 $160,557,200
Liabilities and Shareholders’ Equity
Current liabilities:
Trade accounts payable $ 44,984,000 $ 82,618,000
Accrued expenses and other current fiab 7,543,400 6,638,400
Current portion of long-term debt 442,500 362,600
Total current liabilities 52,969,300 89,619,000
Deferred tax liability 2,785,300 3,561,300
Long-term debt, net of current portion 4,559,400 5,000,700
Other long-term liabilities 1,379,000 1,554,100
Total Habilities 61,693,600 99,735,100
Commitments and Contingencies
Shareholders' equity:
Preferred stock, $0.01 par value, 500,000 shares authorized and no shares issued and outstanding - —
Common stock, $0.01 par value, 15,000,000 shares authorized: 4,960,697 shares issued and 4,152,584 shares
outstanding as of March 26, 2006, and 4,885,481 shares issued and 4,211,168 shares outstanding as of March 27, 2005 49,600 48,900
Additional paid in capital 24,748,700 23,578,600
Treasury stock, at cost, 808,113 shares as of March 26, 2006, and 674,313 shares as of March 27, 2005 (9,521,100) (7,454,400)
Retained earnings 49,764,200 44,649,000
Accumulated other comprehensive income 65,400 —
Total shareholders’ equity 65,106,800 60,822,100
Total liabilities and shareholders' equity $ 126,800,400 $160,557,200

The accompanying Notes to the Consolidated Financial Statements are an integral part of these consolidated statements.
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Consolidated Statements of Cash Flows

FISCAL YEARS ENDED

MARCH 26, 2006

MARCH 27, 2005

MARCH 28, 2004

Cash Flows from Operating Activities:
Net income

$ 5,115,200 $ 6,067,200 $ 2,891,800
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 4,498,700 4,192,500 4,132,100
Non-cash restructuring charges — — 2,023,400
Non-cash stock compensation expense 746,000 907,000 38,100
Deferred income taxes and other (890,100) (367,200) 893,900
Change in trade accounts receivable 17,330,900 (13,782,800) (14,908,600)
Change in product inventory 13,216,900 (19,845,500) (14,347,400)
Change in prepaid expenses and other current assets 29,200 (334,100) 243,300
Change in trade accounts payable (37,634,000) 27,368,000 27,775,800
Change in accrued expenses and other current liabilities 905,000 49,900 (3,189,300}
Net cash provided by operating activities 3,317,800 4,255,000 5,553,100
Cash Flows from Investing Activities:
Acquisition of property and equipment (2,908,400) (4,380,800) (6,032,300)
Insurance proceeds relating to property and equipment —_ — 7,185,800
Net cash (used in) provided by investing activities (2,908,400) (4,380,800) 2,153,500
Cash Flows from Financing Activities:
Net repayments under revolving credit facility — — —
Payments on long-term debt (361,400) (273,400) (396,900)
Net proceeds from issuance of stock 424,800 421,800 210,300
Purchase of treasury stock (2,066,700) (2,907,400) (754,400)
Net cash used in financing activities (2,003,300) (2,759,000) (941,000)
Net (decrease) increase in cash and cash equivalents (1,593,900) (2,884,800) 6,765,600
Cash and Cash Equivalents, beginning of period 3,880,800 6,765,600 —
Cash and Cash Equivalents, end of period $ 2,286,900 $ 3,880,800 $ 6,765,600

The accompanying Notes to the Consolidated Financial Statements are an integral part of these consolidated statements.
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Revenue Recognition

The Company records revenue when 1) persuasive evidence of an arrangement exists, 2)
delivery has occurred or services have been rendered, 3) price to the buyer is fixed and deter-
minable, and 4) collectibility is reasonably assured. The Company's revenue recognition policy
includes evidence of arrangements for significant revenue transactions through either receipt of a
customer purchase order or a web-based order. The Company records revenue when risk of loss
has passed to the customer and, in most cases, shipments are made using FOB shipping terms.
FOB destination terms are used for a small portion of sales, and revenue is recorded when the
product is received by the customer. Prices are always fixed at the time of sale. Historically, there
have not been any material concessions provided to or by customers, future discounts, or other
incentives subsequent to a sale. The Company sells under normat commercial terms and, therefore,
only records sales on transactions where collectibilly is reasonably assured.

Because the Company's sales transactions meet the conditions set forth in Statement of
Financial Accounting Standard (SFAS) No. 48, “Revenue Recognition When Right of Return Exists,”
it recognizes revenues from sales transactions containing sales retumns pravisions at the time of the
sale. These conditions require that 1) the price be substantially fixed and determinable at the date
of sale, 2) the buyer is obligated to pay, and is not contingent on their resale of the product, 3) the
buyer's obligation to the Company does not change in the event of theft or physical destruction or
damage of the product, 4) the buyer has economic substance apart from the Company, 5) the
Company does not have significant obligations for future performance to directly bring about resale
of the product by the buyer, and 6) the amount of future returns can be reasonably estimated.
Because the Company's normal terms and conditions of sale are consistent with conditions 1-5
above, and the Company is able to perform condition 6, it makes a reasonable estimate of product
returns in sales transactions and accrues a sales retum reserve based on this estimate.

Certain companies have turned fo TESSCO to implement supply chain solutions, inciuding
purchasing inventory, assisting in demand forecasting, configuring, packaging, kitting and deliver-
ing products and managing customer relations, from order taking through cash coflections. in
performing these solutions, the Company assumes varying levels of involvement in the transactions
and varying levels of credit and inventory risk. As the Company's solutions offerings continually
evolve to meet the needs of its customers, the Company constantly evaluates its revenue account-
ing based on the guidance set forth in accounting standards generally accepted in the United
States. When applying this guidance in accordance with Emerging Issues Task Force (EITF)
No. 99-19, “Reporting Revenue Gross as a Principal versus Net as an Agent,” the Company looks
at the following indicators: whether it is the primary obligor in the transaction; whether it has
general inventory risk; whether it has latitude in establishing price; the extent to which it changes
the product or performs part of the service; whether it has responsibility for supplier selection;
whether it is involved in the determination of product and service specifications; whether it has
physical inventory risk; whether it has credit risk; and whether the amount it earns is fixed. Each of
the Company's customer relationships is independently evaluated based on the above guidance
and revenue is recorded on the appropriate basis. Based on a review of the factors above, in the
majority of the Company's sales relationships, it has concluded that it is the principal in the trans-
action and records revenue based upon the gross amounts earned and booked. However, the
Company has several smaller relationships where it is not the principal and records revenue on a

net fee basis, regardless of amounts billed (less than 5% of total revenue). If applying this revenue
recognition guidance resulted in recording revenue on a different basis from which the Company
has previously concluded, or if the factors above change significantly, revenues could increase or
decrease; however, gross profit and net income would remain constant.

Most of the Company's sales arrangements do not contain multipte elements. However, when
the Company enters into arrangements that do contain multiple elements, it follows the guidance
under EITF No. 00-21, “Revenue Arrangements with Multiple Deliverables.” Therefore, at the incep-
tion of the arrangement, the Company determines if each deliverable under the arrangement repre-
sents a separate unit of accounting. The Company does this by determining whether the delivered
items have value to the customer on a stand-alone basis (if it is sold separately by any other vendor
or the customer could resell the delivered item on a stand-alone basis), if there is objective and reli-
able evidence of the fair value of the item, and whether the delivery or performance of the undeliv-
ered item is considered probable and substantially in the Company's control (in cases where the
arrangement includes a general right of return relative to the delivered item). During the first six
months of the fiscal year, we had one significant multiple element arrangement, which included
product configuration and distribution, web development, and web hosting/maintenance activities.
All of the elements were delivered and billed based on output measures on a monthly basis. Fees
and the billings for these elements were structured in a manner that reflected performance on the
contract in accordance with the output measures; therefore, we recognized revenues based on the
billing provisions in the contract. This relationship was terminated at the end of the second quarter.

Other than subscriber accessory sales relating to the Company's private brand, Wireless
Solutions®, TESSCO offers no product warranties in excess of original equipment manufacturers’
warranties. The Company's warranty expense is estimated and accrued at the time of sale.
Warranty expense was immaterial for the fiscal years 2006, 2005 and 2004.

Shipping and Handling Costs

Shipping and handling costs are included in selfling, general and administrative expenses in
the Consolidated Statements of Income and totaled $20,916,500, $20,445,600, and $14,454,900
for the fiscal years ended March 26, 2006, March 27, 2005, and March 28, 2004, respectively.

Stock Compensation Awards Granted to Team Members

in December 2002, the Financial Accounting Standards Board (FASB) issued SFAS No. 148,
“Accounting for Stock Based Compensation — Transition and Disclosure.” SFAS No. 148 amends
the transition and disclosure requirements of SFAS No. 123, “Accounting for Stock-Based
Compensation.” This statement was effective for financia! statements for fiscal years ending after
December 15, 2002 and for interim periods beginning after December 15, 2002. Prior to fiscal year
2005, as permitted by SFAS No. 148 and SFAS No. 123, the Company used the intrinsic value
method to account for stock options in accordance with Accounting Principles Board Opinion (APB)
No. 25, “Accounting for Stock Issued to Employees,” and related interpretations. Accordingly, no
compensation expense, except as noted below, had been recognized for the Company's stock
options prior to fiscal year 2005, because all options were granted at an exercise price equal to the
market value of the underlying stock on the grant date.
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ual performance metrics are satisfied in fiscal year 2007. These PSUs have only one measurement
year (fiscal year 2007), with any shares earned at the end of fiscal year 2007 to vest 25% on or
about each of May 1 of 2007, 2008, 2009 and 2010, provided that the participant remains
employed by or associated with the Company on each such date.

In addition, during fiscal year 2006, the Company issued 34,650 shares of common stock
related to stock option exercises, 401(k) Plan matches and sales to employees under the Team
Member Stock Purchase Pian.

During fiscal years 2006 and 2005, the Company recognized stock compensation expense,
primarily associated with the PSUs and, to a lesser extent, stock options issued prior to fiscal year
2005, of $702,300 and $886,900, respectively, which is included as selling, general and admin-
istrative expense in the Consolidated Statements of Income.

If the Company had used the fair value accounting provisions of SFAS No. 123, pro forma net
income for the year ended March 28, 2004 would have been as follows (in thousands, except per
share information):

Net income, as reported

Stock compensation expense included in
net income, net of tax (a) 330

Stock-based compensation expense, relating to the previously unrecognized
compensation expense of options purchased in the option repurchase

$ 2,892

program, as if the fair value method had been applied, net of tax (1,625)
Stock-based compensation expense, relating to continuing stock options

as if the fair value method had been applied, net of tax (325)
Pro-forma income $ 1272
Basic earnings per share, as reported $ 065
Pro-forma basic earnings per share 0.29
Diluted earnings per share, as reported $ 065
Pro-forma diluted earnings per share 0.28

{a) Amount principally relates to cash paid/expense recognized (net of tax) related to a stock option repurchase
program in fiscal year 2004, .

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted account-
ing principles (GAAP) requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities as of
the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results coutd significantly differ from those estimates.

Impact of Recently Issued Accounting Standards

In December 2004, FASB issued SFAS No. 123R, “Share-Based Payment,” a revision of SFAS
No. 123, “Accounting for Stock-Based Compensation” and superseding Accounting Principles
Board Qpinion (APB) No. 25, “Accounting for Stock Issued to Employees.” This statement requires
companies to expense stock options and other equity compensation instruments using fair value
methods. Under the provisions of SFAS No. 123R, the amount of tax benefits relating to stock
compensation, which have been included in operating cash flows for the period prior to the effec-
tive date will be reported in financing cash flows once the statement becomes effective. The
Company adopted the fair value expense recognition provisions of SFAS No. 123 on March 29,
2004. Accordingly, other than the timing issue discussed below, the adoption of SFAS No. 123R is
not expected to have a material impact on the Company's consolidated financial position or results
of operations. Currently, the Company's calculation of stock compensation expense includes actual
forfeitures; however, SFAS No. 123R will require the Company to include estimated forfeitures, and
therefore, the required adoption of SFAS No. 123R could have a material impact on the timing and,
based on the accuracy of the Company's estimates of future actual forfeitures, the amount of stock
compensation expense. SFAS No. 123R is effective for the Company beginning in fiscal year 2007.
The Company may adopt SFAS No. 123R using either the madified prospective transition method,
or the retrospective transition method. The Company anticipates adopting the standard using the
modified prospective method.

Further, in March 2005, the Securities and Exchange Commission (SEC) issued Staff
Accounting Builetin (SAB) No. 107 regarding the interaction between SFAS No. 123R and certain
SEC rules and reguiations and provided the staff's views regarding the valuation of share-based
payment arrangements for public companies. In particular, SAB No. 107 provides guidance related
to share-based payment transactions with non-employees, valuation methods (including assump-
tions such as expected volatility and expected term), the accounting for certain redeemable finan-
cial instruments issued under share-based payment arrangements, the classification of
compensation expense, non-GAAP financial measures, first-time adoption of SFAS No. 123R in an
interim period, capitalization of compensation cost related to share-based payment arrangements,
the accounting for income tax effects of share-based payment arrangements upon adoption of
SFAS No. 123R, the modification of employee share options prior to adoption of SFAS No. 123R and
disclosures in Management's Discussion and Analysis subsequent to adoption of the SFAS No.
123R.

Reclassifications

Certain reclassifications have been made to the prior year Consolidated Financial Statements
to conform with the current year presentation.
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hedge accounting using the short-cut method since the swap terms match the critical terms of the
hedged debt. The fair value of this interest rate swap at March 26, 2006 of $65,400, net of tax, is
included in Other Long-Term Assets and Accumulated Other Comprehensive Income on the
Company's Consolidated Balance Sheet.

At March 26, 2006 and March 27, 2005, the Company had a note payable outstanding fo
Baltimore County, Maryland of $90,200 and $103,100, respectively. The note is payable in equal
monthly installments of principal and interest of $1,600, with the balance due at maturity,
August 16, 2006. The note bears interest at 4.75% per annum. Interest expense under this note
was $4,300, $5,600 and $5,800 for fiscal years 2006, 2005 and 2004, respectively. The note is
secured by a subordinate position on Company-owned real property located in Hunt Valley,
Maryland.

At March 26, 2006 and March 27, 2005, the Company had a note payable outstanding to the
Maryland Economic Development Corporation of $786,700 and $910,200, respectively. The note
is payable in equal quarterly instaliments of principal and interest of $37,400, with the balance due
at maturity, October 10, 2011. The note bears interest at 3.00% per annum. Inferest expense under
this note was $25,300, $28,700 and $32,400 for fiscal years 2006, 2005 and 2004, respectively.
The note is secured by a subordinate position on Company-owned real property located in Hunt
Valley, Maryland.

As of March 26, 2006, scheduled annual maturities of long-term debt are as follows:

FISCAL YEAR:

2007 $ 442500
2008 356,200
2009 360,100
2010 364,200
201 368,500
Thereafter 3,110,400

$ 5,001,900

Note 8. Commitments and Contingencies

Following the QOctober 12, 2002 disaster {see Note 10), the Company relocated its sales,
marketing and administrative offices to a subleased location near its Global Logistics Center. The
sublease for this space, the rent for which was paid by insurance proceeds, expired May 31, 2004;
and the Company entered into a direct lease for this space for a term beginning June 1, 2004 and
expiring May 31, 2007. However, the Company can terminate the lease by giving twelve months
written notice at any time after June 1, 2004. The Company is evaluating its needs for sales,

marketing and administrative office space beyond May 2007. The monthly rental fee ranges from
$117,500 to $125,000 throughout the lease term. Leasehold improvements are amortized over the
initial lease term. Rent expense for fiscal years 2006, 2005 and 2004 totaled $1,393,800,
$1,089,900 and $452,000, respectively.

As of March 26, 2006, the Company's minimum future obligations under existing leases are
as follows:

FISCAL YEAR:
2007 $ 1,478,600

Lawsuits and claims are filed against the Company from time to time in the ordinary course
of business. The Company does not believe that any lawsuits or claims pending against the
Company, individually or in the agaregate, are material, or will have a material adverse affect on the
Company's financial condition or results of operations.

Note 9. Business Segmenis

The Company evaluates revenue, gross profit and inventory as three business segments:
(1) Network infrastructure products, which are used to build, repair and upgrade wireless telecom-
munications, computing and Internet networks, and generally complement radio frequency trans-
mitting and switching equipment provided directly by original equipment manufacturers (OEMs);
(2) Mobile devices and accessory products, which include cellular telephones and other data
devices, pagers and two-way radios and related accessories such as replacement batteries, cases,
speakers, mobile amplifiers, power supplies, headsets, mounts, car antennas and various wireless
data devices; and (3) Installation, test and maintenance products, which are used 1o instatl, fune,
maintain and repair wireless communications equipment. Within the mobile devices and acces-
sories line of business, the Company sells to both commercial and consumer markets. The network
infrastructure and installation, test and maintenance lines of business sell primarily to commercial
markets. Beginning in fiscal year 2005, the Company also began regularly reviewing its commer-
cial results of operations in two customer categories. Results of operations for fiscal years 2005
and 2004 have been reclassified to conform with the current presentation. These two customer
categories and the consumer customer category, for which results of operations are also separately
reviewed, are described further below:

a Commercial Public Carriers and Network Operators. Public carriers and network operators
include systems operators that are generally responsible for building and maintaining the
infrastructure system and provide airtime service to individual subscribers.

m Commercial Self-Maintained Users, Governments and Resellers. Self-maintained user
(SMU) and government customers include commercial entities such as major utilities and
transportation companies, federal agencies and state and local governments, including
public safety organizations. Resellers include dealers and resellers that sell, install and
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Note 10. Benefit from Insurance Proceeds

During fiscal year 2004, the Company recorded a $3.1 million benefit from insurance
proceeds relating to the damage caused by the flood of the Company's primary office, distribution
center and network operating center on October 12, 2002. Of this amount, $1.7 million relates to
business interruption insurance and the remaining $1.4 million represented the gain on assets
destroyed in the disaster, net of fees and deductibles.

iote 11. Restructuring Charges

On October 21, 2003, the Company announced a program designed to improve profitability
at then current revenue levels and to strengthen the foundation for future profitable growth. The
cost of this program, which primarily consisted of termination charges, was $164,000 and was
expensed and paid during fiscal year 2004. There were 21 employees terminated as a result of this
program. Also during the quarter, the Company consolidated its distribution operations from three
facilities to two. Consolidation charges of $2.1 million, which were based on then current assump-
tions, represent exit costs, including asset write-offs of $823,000, and the present value of the
continuing lease obligation associated with the vacated facility. These profitability program costs
and facility consolidation charges, which total $2.3 million in the aggregate, are included as restruc-
turing charges on the Company's Consolidated Statement of Income for the year ended March 28,
2004. No restructuring charges were incurred during fiscal years 2006 and 2005. At March 27,
2005, the Company had a remaining liability of $553,300, representing the present value of contin-
uing lease obligations related to the vacated facility. The liability was paid in its entirety during fiscal
year 2006.

Note 12. Stock Buyback

On April 28, 2003, the Company's Board of Directors approved a stock buyback program,
authorizing the purchase of up to 450,000 shares of its outstanding common stock. On October
20, 2005, the Board of Directors amended the program, authorizing the purchase of an additional
450,000 shares. Shares may be purchased from time to time in the open market, by block
purchase, or through negotiated transactions, or possibly other transactions managed by broker-
dealers. No time {imit has been set for completion of the program. As of March 26, 2006, the
Company had purchased 500,703 shares for approximately $5.7 million, or an average of $11.44
per share. Of the total shares repurchased, 133,800 shares were repurchased in fiscal year 2006
at an average price of $15.45 per share, 254,003 shares were repurchased in fiscal year 2005 at
an average price of $11.45 per share and 112,900 shares were repurchased in fiscal year 2004
at an average price of $6.68 per share.

Note 13. Income Taxes

A reconciliation of the difference hetween the provision for income taxes computed at statu-
tory rates and the provision for income taxes provided in the Consolidated Statements of Income is

as follows:
2005 2004
Statutory federal rate 34.0% 34.0%
State taxes, net of federal benefit 23 28
Nondeductible expenses 15 1.6
Other 1.1 1.4
Effective rate 38.9% 39.8%
The provision for income taxes was comprised of the following:
2005 2004
Federal:  Current $ 3,451,000 $ 1,405,700
Deferred 362,200 320,400
State: Current 102,500 146,800
Deferred (49,700) 37,700
Provision for income taxes $ 3,866,000 $ 1,910,600

Total deferred tax assets and deferred tax liabilities as of March 26, 2006 and March 27,
2005, and the sources of the differences between financial accounting and tax bases of the
Company's assets and liabilities which give rise to the deferred tax assets and liabilities are

as follows:
2006 2005
Deferred tax assets:
Accrued expenses and reserves $ 2,348,400 $ 2,124,800
Other assets 47,600 45,200
$ 2,396,000 $ 2,170,000
Deferred tax liabitities:
Depreciation $ 1,734,800 $ 2,627,100
Other assets 1,050,500 934,200
$ 2,785,300 $ 3,561,300
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During fiscal year 2000, the Company adopted the Team Member Stock Purchase Plan. This
plan permits eligible employees to purchase up to an aggregate of 200,000 shares of the
Company's common stock at 85% of the lower of the market price on the first day of a six-month
period or the market price on the last day of that same six-month period. The Company's expenses
relating to this plan are for its administration and expense associated with the fair value of this
benefit in accordance with SFAS No. 123, which totaled approximately $16,000 and $15,000 in
fiscal years 2006 and 2005, respectively. During fiscal years 2006 and 2005, 1,887 and 4,788
shares, respectively, were sold to employees under this plan. The weighted average market value
of the shares sold in fiscal years 2006 and 2005 was $11.05 and $9.58, respectively.

Note 17. Fair Value of Financial Instruments

The carrying amounts of cash and cash equivalents, trade accounts receivable, product inven-
tory, trade accounts payable, accrued expenses and other current liabilities and the note payable to
a bank, which bears interest at variable rates, approximate their fair value as of March 26, 2006
and March 27, 2005.

Fair value of long-term debt, calculated using current interest rates and future principal
payments, excluding the note payable to a bank, as of March 26, 2006 and March 27, 2005 is
as follows:

2006 2005
Note payable to Baltimore County, Maryland $ 88,500 $ 103,900
Note payable to the Maryland Economic
Development Corporation 727,400 882,400
$ 815,900 $ 986,300

Note 18. Supplemental Cash Flow Information

Cash paid for interest during fiscal years 2006, 2005 and 2004 totaled $260,600, $178,300
and $177,700, respectively. Cash paid for income taxes, net of refunds, for fiscal years 2006, 2005
and 2004 totaled $3,143,100, $3,159,600 and $2,282,600, respectively.

Note 19. Concentration of Risk

The Company is dependent on third-party equipment manufacturers, distributors and dealers
for all of its supply of wireless communications equipment. For fiscal years 2006, 2005 and 2004,
sales of products purchased from the Company's top ten vendors accounted for 55%, 60% and
40% of tofal revenues, respectively, with sales of products purchased from the Company's largest
vendor, T-Mobile, which consist primarily of handset sales, accounted for approximately 24%, 41%
and 29% of total revenues, respectively. The Company is dependent on the ability of its vendors to

provide products on a timely basis and on favorable pricing terms. Although the Company believes
that alternative sources of supply are available for many of the product types it carries, the loss of
certain principal suppliers, or the loss of one or more of certain ongoing affinity relationships, could
have a material adverse effect on the Company.

The Company's future results could also be negatively impacted by the loss of certain
customers, and/or the loss of one or more of certain ongoing affinity relationships. For fiscal years
2006, 2005 and 2004, sales of products to the Company's top ten customer relationships
accounted for 35%, 53% and 41% of total revenues, respectively, with sales to the Company's
largest customer relationship, T-Mobile, accounting for approximately 26%, 44% and 31% of total
revenues, respectively. Sales under the T-Mobile customer relationship included handsets
purchased from T-Mobile, phone accessories purchased from third-party vendors, and other supply
chain service billings.

In mid-September 2005, T-Mobile, previously the largest affinity and overall customer rela-
tionship, completed the transition of the TESSCO provided e-commerce marketing and sales system
to an in-house web solution and alternative third-party logistics provider, and thus revenues then
ceased from this relationship. As of March 26, 2006, there were no outstanding accounts receiv-
able or accounts payable related to this relationship.

Note 20. Subsequent Events

In April 2006, the Company acquired substantially all the non-cash net assets of TerraWave
Solutions, Ltd. and its commonly owned affiliate, GigaWave Technologies, Ltd. for an initial cash
payment of approximately $3.8 miillion, and additional cash earn-out payments over a four-year
period, contingent on the achievement of certain minimum earnings thresholds ($1.5 million of the
$3.8 million cash amount paid at closing is a prepayment against future earn-out payments, if any).
To the extent that certain minimum earnings thresholds are not achieved, the Company will not be
able to recover this prepayment. The maximum amount of contingent future earn-out payments
(after subtracting the $1.5 million prepayment) is $15.5 million. The $3.8 million paid to date has
been funded through our revolving credit facility. Future earn-out payments are expected to be
funded through operating cash flow, supplemented by our revolving credit facility, if needed.

The TerraWave business, now owned by TESSCO, designs, configures and offers 802.11 Wi-
Fi products and accessories, many of which are branded under TerraWave's private label. Some of
the TerraWave-branded products are sold with products of Cisco Systems under Cisco's Strategic
Technology Integrator program. The GigaWave business, now owned by TESSCO, provides curricu-
lum development and hands-on, instructor-led fraining courses for the Wireless Local Area Network
(WLAN) industry. GigaWave develops and delivers wireless networking courseware for Cisco
Systems, allowing IT professionals to obtain Cisco Wireless Certifications. The combined un-audited
revenues of TerraWave and GigaWave were approximately $12 million in calendar year 2005.
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Item 9. Changes in and Disagreements with
Accountants on Accounting and
Financial Disclosure.

Not applicable.

item 9A. Controls and Procedures.

We maintain a system of disclosure controls and procedures that is designed to provide
reasonable assurance that information, which is required to be disclosed by the Company in the
reports that it files or submits under the Securities and Exchange Act of 1934, as amended, is
recorded, processed, summarized and reported within the time periods specified in the rules and
forms of the Securities and Exchange Commission, and is accumulated and communicated to
management in a timely manner. Our chief executive officer and chief financial officer have evalu-
ated this system of disclosure controls and procedures as of the end of the period covered by this
annual report, and have concluded that the system is effective. There have been no changes in our
internal control over financial reporting during the most recent fiscal quarter that have materially
affected, or are reasonably likely to materially affect, the Company's internal control over financial
reporting.

tem 9B. Other information.

None.

Part 1

Item 10. Directors and Executive Officers of the
Registrant.

The information with respect to the identity and business experience of the directors of the
Company and their remuneration is incorporated by reference to the information set forth in the
section captioned “Election of Directors” in the Company‘s Proxy Statement for the 2006 Annual
Meeting of Stockholders, which is anticipated to be filed pursuant to Regulation 14A no later than
one hundred twenty (120) days following the end of the fiscal year reported upon (the “Proxy
Statement”). The information with respect to the identity and business experience of executive offi-
cers of the Company is set forth in Part | of this Form 10-K. The information with respect to the
Company's Audit Committee is incorporated by reference to the information set forth in the section
captioned “Meetings and Committees of the Board of Directors” in the Proxy Statement. The infor-

mation with respect to compliance with Section 16(a) of the Exchange Act is incorporated by refer-
ence to the section captioned "Section 16(a) Beneficial Ownership Reporting Compliance” in the
Proxy Statement. The information with respect to the Company's Code of Ethics is incorporated by
reference to the section captioned “Code of Ethics” in the Proxy Statement.

ftem 11. Executive Compensation.

The information required by this item is incorporated by reference to the information set forth
under the caption “Executive Compensation and Other Information” in the Company's Proxy
Statement for the 2006 Annual Meeting of Stockholders which is anticipated to be filed pursuant
{0 Regulation 14A no later than one hundred twenty (120) days following the end of the fiscal year
reported upon.

item 12. Security Ownership of Certain
Beneficial Owners and Management
and Related Stockholder Matters.

The information required by this item is incorporated by reference to the information set forth
under the caption “Security Ownership of Management and Principal Stockholders” in the
Company's Proxy Statement for the 2006 Annual Meeting of Stockholders which is anticipated to
be filed pursuant to Regulation 14A no later than one hundred twenty (120) days following the end
of the fiscal year reported upon.

ftem 13. Certain Relationships and Related
Transactions.

The information required by this item, if any, is incorporated by reference to the information
set forth under the caption “Certain Relationships and Related Transactions” in the Company's
Proxy Statement for the 2006 Annual Meeting of Stockholders which is anticipated to be filed
pursuant to Regulation 14A no later than one hundred twenty (120) days following the end of the
fiscal year reported upon.

item 14. Principal Accountant Fees and
Services.

The information required by this item is incorporated by reference to the information set forth
under the caption “Principal Accountant Fees and Services” in the Company's Proxy Statement for
the 2006 Annual Meeting of Stockholders which is anticipated to be filed pursuant to Regulation
14A no later than one hundred twenty (120) days following the end of the fiscal year reported upon.
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10.13.2

10.1414

10.15.1

10.15.2

10.15.3

11141
21141

TESSCO Technologies Incorporated Performance Share Unit Agreement — Non-
employee Director (incorporated by reference to Exhibit 10.2 to the Company's
Quarterly Report on Form 10-Q for the fiscal quarter ended June 27, 2004).

TESSCO Technologies Incorporated Amended and Restated 1994 Stock and Incentive
Plan (incorporated by reference to Exhibit 4.1.1 to The Company's Registration
Statement on Form S-8 File No. 333-118177 filed with the United States Securities
and Exchange Commission on August 12, 2004).

Credit Agreement dated June 30, 2004, by and among the Registrant and affiliates,
and Wachovia Bank, National Association, SunTrust Bank and the lenders party thereto
from time to time (incorporated by reference to Exhibit 10.2 to the Company's Quarterly
Report on Form 10-Q for the fiscal quarter ended September 26, 2004).

Term Note of Registrant and affiliates dated June 30, 2004, payable to Wachovia Barnk,
N.A. and SunTrust Bank (incorporated by reference to Exhibit 10.3 to the Company's
Quarterly Report on Form 10-Q for the fiscal quarter ended September 26, 2004).

Guaranty Agreement dated June 30, 2004, of TESSCO Incorporated, to and for the
benefit of Wachovia Bank, N.A., as agent {incorporated by reference to Exhibit 10.4 to
the Company's Quarterly Report on Form 10-Q for the fiscal quarter ended September
26, 2004).

Statement re: Computation of Per Share Earnings (filed herewith).
Subsidiaries of the Registrant (filed herewith).

2311
311

31.21
3211

32.21

Consent of Independent Registered Public Accounting Firm (filed herewith).

Rule 15d-14(a) Certification of Robert B. Barnhill, Jr., Chief Executive Officer (filed
herewith).

Rule 15d-14(a) Certification of David M. Young, Chief Financial Officer (filed herewith).

Section 1350 Certification of Robert B. Bamnhill, Jr., Chief Executive Officer (filed
herewith).

Section 1350 Certification of David M. Young, Chief Financial Officer (fited herewith).

Schedule I Valuation and Qualifying Accounts

2006 2005 2004
Allowance for doubtful accounts:

Balance, beginning of period $ 1,196,400 $ 1,071,600 $ 694,100
Provision for bad debts 742,800 1,227,000 999,000
Write-offs (1,085,600) (1,102,200) (621,500)
Balance, end of period $ 853,600 $ 1,196,400 $ 1,071,600
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Shareowner Information

Annual Meeting

The annual meeting of shareowners is scheduled to be held at 9:00 a.m., Thursday, July 20, 2006:

TESSCO Technologies Incorporated
375 West Padonia Road
Timonium, MD 21093

Investor Relations

TESSCO Technologies Incorporated
11126 McCormick Road
Hunt Valley, Maryland USA 21031

Telephone:  410-229-1000 (USA)
410-229-1200 (International)

Facsimile:  410-527-0005
Email: shareowner@tessco.com
Internet: www.tessco.com

Analysts, investors and shareowners
seeking additional information about
TESSCO Technolegies Incorporated
are invited to contact:

David M. Young
Telephone: 410-229-1380

Facsim 410-229-1656
Emait: young@tessco.com

A copy of the Company’s Annual Report to the Securities and Exchange Commission on Form 10-K
is available without charge on the SEC website, www.sec.gov, or upon request to address above.

TESSCO on NASDAQ

TESSCO’s common stock trades on the NASDAQ
Stock Market under the symbol TESS.

Analyst Coverage
William Blair & Co.

Transfer Agent
Mellon Investor Services, LLC
85 Challenger Road
Ridgefield Park, NJ 07660
201-296-4000

Corporate Counsel

Ballard Spahr Andrews and Ingersoll, LLP
Baltimore, MD

Independent Public
Accounting Firm
Ernst & Young LLP

Baltimore, MD

Corporate Governance

The highest ethical standards have always been integral to TESSCO's culture and business
success. Guided by the “TESSCO Way,” each director, officer and team member is expected to
observe the highest standards of ethical behavior in the performance of his or her duties for the
Company. The Company’s Code of Business Conduct and Ethics can be found in the corporate
section of the our Web site, www.tessco.com. From a corporate governance perspective, our eight
member Board of Directors includes seven independent directors. The audit, compensation and
nominating committees are composed entirely of independent directors and their duties are author-
ized by board resolutions and committee charters.

Forward-looking Statements

This Report contains a number of forward-looking statements within the meaning of the
Private Securities Litigation Reform Act of 1995, all of which are based on current expectations.
These forward-looking statements may generally be identified by the use of the words “may,” “will,”
“believes,” “should,” “expects,” “anticipates,” “estimates” and similar expressions. Our future
results of operations and other forward-looking statements contained in this report involve a
number of risks and uncertainties. For a variety of reasons, actual results may differ materially from
those described in any such forward-looking statement. Consequently, the reader is cautioned to
consider all forward-looking statements in light of the risks to which they are subject.

We are not able to identify or control all circumstances that could occur in the future that may
adversely affect our business and operating results. In addition to risk elsewhere discussed in this
Annual Report, included among the risks that could lead to a materially adverse impact on our busi-
ness or operating results are: failure of our information technology system or distribution system;
third-party freight carrier interruption; increased competition from competitors, including manutac-
turers or national and regional distributors of the products we sell and the absence of significant
barriers to entry which could result in pricing and other pressures on profitability and market share;
technology changes in the wireless communications industry, which could lead to significant inven-
tory obsolescence and/or our inability to offer key products that our customers demand; loss of
significant customers or refationships, including affinity relationships; the strength of the
customers’, vendors’ and affinity partners’ business; the termination or non-renewal of limited
duration agreements or arrangements with our vendors and affinity partners which are typically
terminable by either party upon several months notice; economic conditions that may impact
customers ability to fund purchase of our products and services; our dependence on a relatively
small number of suppliers and vendors, which could hamper our ability to maintain appropriate
inventory levels and meet customer demand; the possibility that, for unforeseen reasons, we may
be delayed in entering into or performing, or may fail to enter into or perform, anticipated contracts
or may otherwise be delayed in realizing or fail to realize anticipated revenues or anticipated
savings; inability to protect certain intellectual property, including systems and technologies on
which we rely; and consolidation among large wireless service carriers and others within the wire-
less communications industry.
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TESSLCO

Everything For Wireless

Source

MARKETING, SALES & CORPORATE OFFICES
MARYLAND

TESSCO Technologies Incorporated

Corporate Headquarters
11126 McCormick Road
Hunt Valley, Maryland USA
21031-1494

USA, CANADA, MEXICO 1-800-472-7373
Worldwide 1-410-229-1200

Visit TESSCO.com

ISO 9001:2000

® 2006 TESSCO Technologies Incorporated
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GLOBAL LOGISTICS CENTER
MARYLAND

AMERICAS SALES & LOGISTICS CENTER
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